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Foreword
ASEAN nations are becoming increasingly integrated. Economic and social
boundaries blur, barriers fall and horizons widen as a regional community
emerges. By removing obstacles to sharing knowledge, promoting better
understanding and facilitating trade, we reap the full benefits of the ASEAN
Community.
We have come far but the journey does not stop here. We need to know
how far we have advanced and what remains to be done.
This ASEAN Brief is designed to highlight the progress of ASEAN integra-
tion,community building and development. It plots this progress by means
of quantitative indicators of the economic and socio-cultural pillars. A more
comprehensive report, which contains additional indicators and details of
compilation, is available.
This report is the product of the ASEAN Community Progress Monitoring
System project. We appreciate the technical and financial assistance from
the ASEAN-Australia Development Cooperation Program – Regional Partnership
Scheme (AADCP-RPS). We thank the team of consultants led by the
University of Melbourne for their contribution, the ASEAN national statistical
offices and line ministries and concerned ASEAN bodies for their inputs.
We hope you find this report informative and useful. As it is the beginning
of an important monitoring exercise,we welcome your comments and sug-
gestions for the enhancement of this report in the future.
Ong Keng Yong
Secretary-General of ASEAN
Jakarta, November 2007
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Ms Saowaluck Inbumrung, Mr Thalerngsak Vongsamsorn, Mr Do Trong Khanh, Ms Nguyen Thi Chien,
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Dr Jongsay Yong, Associate Professor Elizabeth Webster.
Photos courtesy of:
ASEAN Secretariat, Jeannie Kiagoes and Brunei Tourism website.
ASEAN Brief 2007
The ASEAN Community rests on three pillars: the Economic
Community, Socio-Cultural Community and Political and
Security Community.
The ASEAN Economic Community has been designed to enhance overall
material well-being through accessing dynamic and static gains from trade
in goods, services, investment and skilled labor. This includes gains acquired
through economies of scale and specialisation, and gains from technology
transfer and risk diversification.
The ASEAN Socio-Cultural Community aims to deliver better social outcomes
for everyone by introducing strong social protection systems, sustainable
development strategies and better social governance. Critically, it seeks to
contain the negative impacts of economic integration while preserving the
region’s cultural heritage and identity.
The ASEAN Political and Security Community has been designed to promote
a safe and secure region, free from conflict.
This report presents 14 indicators on the progress of the ASEAN countries
towards the goals of the ASEAN Economic Community and the ASEAN
Socio-Cultural Community. Where relevant, the report highlights changes in
convergence and disparities over time, which are useful in analyzing
progress in narrowing the development gap. This monitoring brief, which
is an abridged version of the complete report, is intended to be updated
biennially using 2003 as the base year. At this stage, a set of suitable indica-
tors for the Political and Security Community is still evolving.
The findings are that between 2003 and 2005:
• There was catch-up of GDP per capita by lower-income countries but
the degree of this catch-up was less in 2005 compared with 2003.
• In general, the priority integration sectors registered a clear reduction in
intra-ASEAN tariffs.
• There have been large increases in the volume of commercial service
trade both into and out of the ASEAN region.
• Many priority integration sectors have seen a significant increase in intra-
ASEAN direct investment.
• The disparity of wages for professional and technical employees experi-
enced little overall decline.
• Non-ASEAN direct investment into the service sector rose. For most priority
integration sectors the dispersion in external tariffs rates decreased.
• The percentage of people in ASEAN living in absolute poverty has declined.
• The rate of adult literacy has risen from 89.3 to 90.3 per cent, but
women’s literacy rates still remain considerably lower than men’s.
• There has been a rise in life expectancy for both men and women of
about one year.
• There was an improvement in environmental sustainability across 
the region.
For sources and definitions refer to the ASEAN Secretariat
2 ASEAN Brief 2007
ASEAN
Economic
Community
ASEAN Brief 2007 3
The ASEAN Economic Community pursues the goal of improved material
well-being through four thrusts, one of which is the establishment of ASEAN
as a single market and production base. Realisation of this goal requires the
elimination of barriers to the flow of goods, services, investment and skilled
labour within the region, for both at-the-border or beyond-the-border barriers.
At the same time, the region needs to ensure it is globally competitive.
The following charts show,at a glance, the progress made towards achieving
these objectives between 2003 and 2005.This progress includes changes in
border restrictions such as tariffs, and changes in trade in commercial
services and flows of foreign direct investment. In addition, the charts also
demonstrate how far productivity and incomes in the ten ASEAN economies
have converged.
Overall, the results indicate positive signs of increased flows of activities
across all sectors, with some priority integration sectors showing more 
significant progress than others. However, contrary to expectations,
differences in average productivity appear to increase, especially in the
manufacturing sector.
A single market and production base
An economic community where member countries are con-
verging in average productivity…
Chart 1: Value added per worker by sector, 2003 and 2005 (US$)
Value added per worker is a common measure of labour productivity. As 
the ASEAN region moves towards becoming a single market, competition is
encouraging resources to move to the more rewarding locations. As a result,
value added per worker will become more uniform across countries over time.
Chart 1 shows the range of average value added per worker across member
countries in the agriculture, manufacturing and service sectors. The 
cross on the line marks the median value for all countries.The chart indi-
cates a much smaller range in the agriculture sector across countries,while
the manufacturing sector shows the largest range. More importantly, for
both manufacturing and service sector productivity, the range increased
between 2003 and 2005.
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…and in average income.
Another important indicator of how
far ASEAN member countries have
moved towards becoming a single
market is convergence in average
incomes. For such convergence to
occur, lower income countries must
grow at a faster rate than higher
income countries. Chart 2 depicts
the relationship between the average
income levels of ASEAN countries
and how fast their income levels
grew during the two-year period.
The steeper the downward slope of
the lines in Chart 2, the greater is the
tendency towards convergence. As
shown in the chart, the relationship
between income level and the growth rate is downward sloping in both
years; that is, there is a tendency towards income convergence in the
region. However, the rate of convergence has declined between the two
years, suggesting that the rate of convergence has slowed.
Free flow of goods
Facilitated by lower border restrictions and…
Chart 3 shows, for the priority inte-
gration sectors, the levels of average
tariffs on intra-ASEAN imports on the
CEPT Inclusion List in 2003 and
2005. A single market requires the
elimination of these border restric-
tions. Of the priority integration
sectors, significant reductions have
occurred in the textile, information
and communication technology
(ICT), and rubber-based sectors.
The ICT sector in particular has near-
zero tariff rates and is closest to the
single market condition. Meanwhile,
the automotive sector has the
highest tariffs. Most priority integra-
tion sectors registered a decline in
tariffs between 2003 and 2005.
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Chart 2: GDP per capita and its annual change, 2003 and 2005 (PPP $ and %)
Chart 3: Tariff rates for intra-ASEAN imports in the priority integration
sectors, 2003 and 2005 (percentage)
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…expansion in the trade of goods with zero duties.
Chart 4 shows the proportion of
ASEAN imports with zero tariffs in
each priority integration sector in
2003 and 2005.The chart reveals that
the process of tariff removal is
incomplete, and in the cases of wood-
based products and electronics, the
proportion of imports with zero
tariffs actually declined between
2003 and 2005.
Free flow of services
Combined with increased volume of trade in services and…
Chart 5 shows growth in the value of
trade consistent with the liberalisa-
tion of the service sector in ASEAN
countries. It shows a significant
increase in the value of both exports
and imports of commercial services
as a whole. Exports were lower in
value than imports for transport and
other services in both 2003 and
2005, but the reverse is true for
travel services.
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Chart 4: Proportion of intra-ASEAN imports in the priority integration sector
with zero tariff rates, 2003 and 2005 (percentage)
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Chart 5: Value of trade in commercial services into/out of ASEAN, 2003 and
2005 (US$ billion)
Free flow of investment
…increased direct investment…
A single ASEAN market requires a
free flow of resources within the
region. An increase in intra-ASEAN
direct investment flows will occur if
processes to facilitate such move-
ments are successful. Chart 6 shows
that for the broad industries involv-
ing most of the priority integration
sectors (manufacturing and other
services), intra-ASEAN direct invest-
ment increased significantly between
2003 and 2005, especially when
compared with the reduced invest-
ment flows in non-priority sectors
such as mining and quarrying, and
construction.
Free flow of skilled labor
…leading to less dispersion in average wages.
When people and resources are able
to move more freely within a single
market, average wages become less
dispersed. Chart 7 shows the standard
deviation (a common measure of 
dispersion) of average national 
wages within ASEAN across four
broad occupational groups. It reveals
that the extent of variation in average
wages is large amongst professional
workers, and relatively small amongst
elementary workers. The variation
declined slightly for these two classes
of workers during the two years, but
increased for clerical and technical
workers.
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Chart 6: Foreign Direct Investment flows to ASEAN from ASEAN, 2003 and
2005 (US$ million)
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Chart 7: Dispersion in average wages across occupations, 2003 and 2005
(US$ per worker per month)
ASEAN Brief 2007 7
Integration into the global economy
The economic community makes ASEAN more attractive as
a global investment destination…
ASEAN ought to attract foreign
direct investment (FDI) in sectors
that are competitive vis-à-vis the rest
of the world. Chart 8 shows that
between 2003 and 2005 the service
sector, in particular trade and
commerce as well as finance, regis-
tered significant increases in FDI
flows from outside ASEAN. FDI from
outside ASEAN to mining and manu-
facturing, however, fell during the
same period.
…and a stronger base for global production with lower and
more uniform external tariffs.
Investors are more likely to be
attracted to the region and treat it as
a single production base if the
external tariffs are relatively low 
and more uniform across ASEAN
member countries. Chart 9 shows
the distribution of external tariff
rates—the distribution of tariff rates
faced by exporters from outside
ASEAN who sell their products in
the region. The smaller the range,
the closer each priority integration
sector is to having a uniform
external tariff. Among the priority
integration sectors, healthcare and
ICT have the smallest variation in
tariff rates and thus are closer to
having more uniform external 
tariffs. Sectors that registered high
variation in external tariffs include rubber-based products, textiles and the
automotive sector. Most sectors registered a decline in dispersion between
2003 and 2005.
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Chart 8: Foreign direct investment flows to ASEAN from the rest of the
world, 2003 and 2005 (US$ million)
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Chart 9: Distribution of tariff rates on imports from outside ASEAN, 2003
and 2005 (percentage)
The ASEAN Socio-Cultural Community pursues the goal of better social
outcomes through the delivery of programs to raise educational standards,
prevent and treat disease, and regulate anthropogenic damage to the
natural environment among other goals. The following charts show, at a
glance, the improvement in these aspects of social outcomes between 
2003 and 2005. These outcomes include the rate of absolute poverty,
the level of adult literacy, overall life expectancy and a general measure of
environmental sustainability.
Overall, the results indicate a modest decline in the percentage of people
living in absolute poverty; a rise in adult literacy but a still large negative
gap for women; and a rise in life expectancy for both men and women.
There has been an improvement in overall environmental sustainability,and
the ASEAN countries are generally above the world average in this aspect.
Comprehensive development 
Everybody gains from a balanced development…
The United Nations Human Development Index (HDI) is a widely acknowl-
edged composite measure of a country’s income, education and health
status. The higher is this index, the greater is the level of welfare. The
overall HDI for the ASEAN region increased from 0.738 in the year 2003 to
0.759 in 2004. However, the HDI varies significantly across the ten ASEAN
countries, ranging from a low of 0.55 to a high of 0.92. When compared
with other regions in the world, ASEAN’s HDI performance ranks above
South Asia and Sub-Saharan Africa but slightly below Latin America.
ASEAN 
Socio-
Cultural
Community
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Chart 10: Human Development Index
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Equitable gains
…with less absolute poverty…
Chart 11 shows the percentage of
the population in the ASEAN region
living on incomes below US$1 a day
and US$2 a day in purchasing power
parity (PPP) terms. The percentage
of the ASEAN population living on
incomes below US$1 a day remained
steady at 8.2 per cent between 2003
and 2005; the greatest percentage
decline was recorded for Cambodia.
With population growth, this implies
a rise in the number of people living
in absolute poverty. By 2005, an 
estimated 41 million population in
the seven countries were still living
on incomes of less than US$1 a day.
An alternative measure of poverty is
those living on an income of less
than US$2 a day. Chart 11 shows 
that the proportion of ASEAN population living on less than US$2 a day
declined from 41.1 per cent in 2003 to 37.1 per cent in 2005. In contrast
to the picture presented using the US$1 a day measure, the absolute
number of the ASEAN population living below the US$2 threshold actually
fell over the period 2003 to 2005. (Note: both poverty figures do not
include Brunei Darussalam, Myanmar and Singapore.) 
While international poverty lines are useful in generating estimates for the
region,national poverty lines may be more relevant for individual countries.
Using national poverty line measures, the same seven countries reported
decreasing trends in poverty rates.
The Gini coefficient is another measure of the degree of inequality of
income or consumption. The Gini coefficient ranges from 0 to 1; the 
higher the value, the more unequal is the distribution. Available data 
suggests that inequality in ASEAN countries, measured by the Gini 
coefficient and excluding Brunei Darussalam and Myanmar, is within the rel-
atively narrow range of 0.34 to 0.44.
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Chart 11: Absolute poverty (percentage of population living on less than
US$1 and US$2 a day), ASEAN
Education, health and the environment
Welfare is enhanced by better education…
Chart 12 shows the range of adult
literacy rates across member coun-
tries. The cross elements represent
the medians. Chart 12 shows that
nine out of every ten persons 
aged 15 years and older in the
ASEAN region are literate, that is,
able to read, write and understand 
a simple statement. The average
ASEAN adult literacy rate has been
slowly increasing over time, from
89.3 per cent in 2003 to 90.3 per
cent in 2004. However, the large 
difference between male and female
literacy remains. While disparities 
are significant across countries, the
variation has decreased over time.
Cambodia and Lao PDR have achieved significant gains over the last few
years, although their literary rates were still less than 75 per cent by 2004.
…and better health outcomes…
Chart 13 shows life expectancy of
ASEAN citizens. Life expectancy at
birth has been increasing over 
time and has been accompanied 
by increases in child survival rates
and reduced maternal mortality
rates. An ASEAN citizen who was
born in 2004 is expected to live 
for 68 years, compared with a life
expectancy of 67 years for those
born in 2003. On average, women
are expected to live longer (70 years)
than men (66 years). Disparities
across countries have decreased
very little and are still evident, with
Singapore, Brunei Darussalam and
Malaysia exhibiting the longest life
expectancies and Lao PDR and
Cambodia the shortest.
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Chart 12: Adult literacy rate, ASEAN 
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Chart 13: Life expectancy at birth, ASEAN 
…and a more sustainable environment.
Chart 14 shows the Environment
Sustainability Index (ESI)1 where en-
vironment sustainability is defined as 
the "long-term maintenance of valued
environmental resources in an
evolving human context”.The index
has been developed by Yale and
Columbia Universities and used in
the ASEAN Third State of
Environment Report. It comprises 21
equally weighted indicators of: the
state of environmental systems;
anthropogenic stresses on the envi-
ronment; aspects of human vulnera-
bility to environmental stresses;
social and institutional capacity to
affect environmental change; and
global leadership towards environ-
mental sustainability. The higher the index, the more likely is the country to
be environmentally sustainable.
The 2005 ESI scores of eight countries range from a low of 42.3 for the
Philippines and Viet Nam to a high of 54.0 for Malaysia. The narrow range
of the scores suggests that the countries have generally similar levels 
of environmental sustainability. Between 2002 and 2005, the average of
environmental sustainability scores across ASEAN countries has improved
slightly and there has been a slight reduction in their dispersion. The 
ASEAN countries and the region as a whole are above the world average.
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Chart 14: The Environment Sustainability Index, ASEAN 
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The ASEAN Political and Security Community pursues the overarching 
goal of maintaining and enhancing peace and security in the South-East Asia
region. This goal covers all institutional and procedural aspects of political
actions that lead to the protection of the population against potential
transnational, non-military threats (drug and arms trafficking, money 
laundering as forms of organised crime, international terrorism, prolif-
eration of weapons of mass destruction), the protection of the territorial
integrity of a state. It also includes policies that aim at bilateral, sub-regional,
continental or global cooperation in security matters, conflict resolution
and the prevention of organised violent acts.
At this stage, a set of indicators to measure progress in this pillar is still
evolving.The aim is to monitor long-term goals rather than short-term pro-
grammes and policies hence outcome indicators are generally preferred
rather than process or programme-specific indicators. However, due to the
nature of the initiatives, progress and developments under the ASEAN
Political and Security Pillar go beyond what can be measured by hard data.
The indicators and instruments to measure progress in this area should
therefore be approached in a more creative way and in very close consul-
tation with apropriate ASEAN bodies 
The full report shall provide a more concrete recommendation for its
future development.
ASEAN
Political and
Security
Community
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Political and
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Peace and security is an essential condition underpinning economic and
social development. Development, on the other hand, creates common
interests and increases mutual dependence among countries, and this
dependence in turn enhances regional security. The goal under the ASEAN
Political and Security Community is to bring about changes, events and
norms that maintain and enhance peace and security in the South East Asia
region. This includes all institutional and procedural aspects of political
actions that lead to the protection of the population against external
threats; defence-related policies including the protection of the territorial
integrity of a state against external attacks carried out by force of arms; and
areas of foreign policies which aim at bilateral, subregional, continental or
global cooperation in security matters, including conflict resolution and the
prevention of organised violent acts.To make progress towards this goal,
ASEAN member countries have agreed to specific codes of conduct and
norms, created several important forums and held many regular security-
related meetings and dialogues.
As of to date, indicators for the Political and Security Community have been
proposed and are currently undergoing an evaluation process.
CSO,
Myanmar
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